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Taxes in Brief...

Revenue Description:

The insurance premiums tax is levied on
the net premiums or gross underwriting
profit for each insurance company oper-
ating in Montana. Gross underwriting
profit is essentially insurance premium
income. In addition, various insurance
and license fees are also collected.

Legislative Fiscal Division
Revenue & Taxation Policy
Room 110, State Capitol
Helena, MT 59620-1711
(406) 444-2986

Statutory Reference:

e Tax Rate (MCA) - 33-2-705(2), 33-2-311,
33-28-201(1&2), 50-3-109(1)

e Fee Rate (MCA) - 33-2-708(1&2), 33-14-
201(2), 33-2-712, 33-38-105

e Tax Distribution (MCA) - 33-2-708(3), 33-2-
712, 50-3-109(1)

e Date Due - March 1st each year (33-2-705
(1), 33-2-712, 33-28-201(1&2)). Quarterly
payments due the 15t of April, June,
September, and December (Administrative
Rules 6.6.2704, 6.6.2705)

Applicable Tax Rate(s):

The current tax rate is 2.75% of net premiums
(including cancellation and return premiums)
on policies sold in Montana. In addition to this
tax, there is a 2.5 % tax on the fire portion of
net premiums for selected risks. For each
Montana resident insured under any individual
or group disability or health insurance policy, all
insurers are required to pay $1.00 to the State
Insurance Commissioner from October 1, 2005
through June 30, 2007. After that time, the fee
is $0.70. This fee is deposited to the state
special revenue fund and used to fund the
statewide genetics program established in
statute (50-19-211, MCA). Senate Bill 132
(passed by the 1999 legislature) eliminated
many disparate fees on insurance companies,
which had partially been deposited into the
general fund, and replaced them with a single
company annual fee of $1,900. Revenue from
this fee is deposited to the state special
revenue fund for administration of insurance
activities.

Distribution:

Insurance tax proceeds from the tax on surplus
lines premiums, net premiums, captive
insurance company premiums, and fire
insurance premiums are deposited into the
general fund. License fees and the 1% stamping
fee on surplus lines insurance premiums are
deposited into the state special revenue fund
for use by the State Auditor. Beginning October
2005, the genetic fee revenue is deposited to
the state special revenue fund.

Distribution Methodology:

Based on Actual Fiscal 2006
General
Fund
92.6%

-

Non-General
Fund 7.4%

Collection Frequency: Quarterly and annually

% of Total General Fund Revenue:
FY 2004 - 4.11%
FY 2005 - 3.74%
FY 2006 - 3.44%

Revenue Estimate Methodology:

The large majority of insurance tax and license fee
revenue is from premium taxes with minor
amounts from a multitude of different fees.
Estimates are made for these components
based on growth factors and then summed.
This total is reduced by estimates of refunds
and guarantee offsets. Guarantees are
amounts that members of the Montana
comprehensive health associations are required
to pay into a reserve account (up to 1 percent of
the total disability insurance premium received
from Montana residents). The amount of these
payments reduces (offsets) premium tax
liabilities dollar for dollar (33-22-1513(7), MCA).




